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CONTROLLER'S  OFFICE 
CITY  SERVICES  AUDITOR 

The  City  Services  Auditor  was  created  within  the  Controller's  Office  through  an  amendment  to  the 
City  Charter  that  was  approved  by  voters  in  November  2003.  Under  Appendix  F  to  the  City  Charter, 
the  City  Services  Auditor  has  broad  authority  for: 

•  Reporting  on  the  level  and  effectiveness  of  San  Francisco's  public  services  and 
benchmarking  the  city  to  other  public  agencies  and  jurisdictions. 

•  Conducting  financial  and  performance  audits  of  city  departments,  contractors,  and  functions 
to  assess  efficiency  and  effectiveness  of  processes  and  services. 

•  Operating  a  whistleblower  hotline  and  website  and  investigating  reports  of  waste,  fraud,  and 
abuse  of  city  resources. 

•  Ensuring  the  financial  integrity  and  improving  the  overall  performance  and  efficiency  of  city 
government. 

The  audits  unit  conducts  financial  audits,  attestation  engagements,  and  performance  audits. 
Financial  audits  address  the  financial  integrity  of  both  city  departments  and  contractors  and  provide 
reasonable  assurance  about  whether  financial  statements  are  presented  fairly  in  all  material  aspects 
in  conformity  with  generally  accepted  accounting  principles.  Attestation  engagements  examine, 
review,  or  perform  procedures  on  a  broad  range  of  subjects  such  as  internal  controls;  compliance 
with  requirements  of  specified  laws,  regulations,  rules,  contracts,  or  grants;  and  the  reliability  of 
performance  measures.  Performance  audits  focus  primarily  on  assessment  of  city  services  and 
processes,  providing  recommendations  to  improve  department  operations. 

We  conduct  our  audits  in  accordance  with  the  Government  Auditing  Standards  published  by  the  U.S. 
Government  Accountability  Office  (GAO).  These  standards  require: 

•  Independence  of  audit  staff  and  the  audit  organization. 

•  Objectivity  of  the  auditors  performing  the  work. 

•  Competent  staff,  including  continuing  professional  education. 

•  Quality  control  procedures  to  provide  reasonable  assurance  of  compliance  with  the  auditing 
standards. 


Audit  Team: 


Elisa  Sullivan,  Audit  Manager 
Robert  Tarsia,  Audit  Manager 
Lorita  Chung,  Associate  Auditor 
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October  30,  2007 

San  Francisco  Airport  Commission 
P.O.  Box  8097 

San  Francisco  International  Airport 
San  Francisco,  CA  94128 

President  and  Members: 

The  Controller's  Office,  City  Services  Auditor,  presents  its  report  concerning  the  concession 
review  of  D-Lew  Enterprises,  LLC,  dba  II  Fornaio  Caffe  del  Mondo  (D-Lew).  D-Lew  has  a 
10-year  lease,  through  November  9,  2010,  with  the  Airport  Commission  of  the  City  and  County 
of  San  Francisco  to  operate  II  Fornaio  Caffe  del  Mondo,  a  bistro  with  two  locations  on  Airport 
property. 

Reporting  Period:    July  1 ,  2002,  through  June  30,  2005 
Rent  Paid:  $225,018 


D-Lew  Enterprises  reported  gross  revenues  of  $3,565,520  and  paid  rent  of  $225,018  to  the 
Airport.  However,  D-Lew  did  not  report  $34,244  of  gross  revenues  for  catering  services 
provided  to  the  Airport  Department  and  owes  $2,739  in  additional  rent,  as  well  as  a  service 
charge  of  1 .5  percent  per  month  on  that  amount. 

The  responses  from  the  Airport  and  D-Lew  Enterprises  are  attached  to  this  report.  The 
Controller's  Office,  City  Services  Auditor  will  be  working  with  the  department  to  follow  up  on  the 
status  of  the  recommendations  made  in  this  report. 

Respectfully  submitted, 


Harriet  Richardson 
Director  of  Audits 


cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Public  Library 


Results: 


415-554-7500 


City  Hall  •  1  Dr.  Carlton  B.  Goodlett  Place  •  Room  316  •  San  Francisco  CA  94102-4694 


FAX  415-554-7466 
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INTRODUCTION 


Background  D-Lew  Enterprises,  LLC  (D-Lew)  has  a  1 0-year  lease  with 

the  San  Francisco  Airport  Commission  (Commission)  of  the 
City  and  County  of  San  Francisco  (City)  to  operate  II 
Fornaio  Caffe  del  Mondo,  a  bistro  with  two  locations  at  the 
San  Francisco  International  Airport.  The  lease  commenced 
on  April  24,  2000,  and  will  expire  on  November  9,  2010. 
The  lease  requires  D-Lew  to  pay  the  Airport  Department 
(Airport)  the  greater  of  a  minimum  annual  guarantee  or  a 
tiered  percentage  rent  of  six  to  ten  percent  of  its  gross 
revenues.  The  percentage  rent  tiers  are  contingent  on  the 
amount  of  D-Lew's  total  gross  revenues  per  lease  year. 
During  the  review  period,  the  minimum  annual  guarantee 
was  $61,000. 

Scope  The  purpose  of  this  review  was  to  determine  if  D-Lew 

complied  with  the  reporting  and  payment  provisions  of  its 
lease  with  the  Commission.  Our  review  covered  the  period 
starting  July  1 ,  2002,  through  June  30,  2005. 

Methodology  To  conduct  the  review,  we  examined  the  applicable  terms 

of  the  lease  and  the  adequacy  of  D-Lew's  procedures  for 
collecting,  recording,  summarizing,  and  reporting  its  gross 
revenues  to  the  Airport.  To  determine  whether  D-Lew 
accurately  reported  its  gross  revenues  to  the  Airport,  we 
tested  on  a  sample  basis  D-Lew's  monthly  sales 
summaries,  daily  sales  reports,  cash  register  tapes,  and 
bank  deposit  records.  We  also  compared  the  gross 
revenues  reported  to  the  Airport  with  the  gross  revenues 
reported  to  the  California  Board  of  Equalization  for  selected 
quarters. 

We  conducted  this  review  in  accordance  with  Generally 
Accepted  Government  Auditing  Standards.  We  believe  that 
we  adequately  planned  and  performed  the  review  to 
achieve  the  objective  and  that  the  evidence  obtained 
provides  a  reasonable  basis  for  our  finding  and  conclusion, 
as  required  by  these  standards. 
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RESULTS 


Summary  D-Lew  Enterprises  Underreported  Gross  Revenues  by 

$34,244  and  Underpaid  $2,739  in  Rent  to  the  Airport 

From  July  1 ,  2002,  through  June  30,  2005,  D-Lew  reported 
gross  revenues  of  $3,565,520  and  paid  rent  of  $225,018  to 
the  Airport.  Exhibit  1  shows  the  reported  gross  revenues 
and  rent  paid  to  the  Airport. 


ijf  X  M     I  Gross  Revenues  and  Rent  Paid  July  1,  2002,  Through  June  30,  2005 

Reporting  Period 

Gross  Revenues 

Rent  Paid 

July  1,  2002,  through  June  30,  2003 
July  1 ,  2003,  through  June  30,  2004 
July  1,  2004,  through  June  30,  2005 

$1,054,360 
1,209,570 
1,301,590 

$  66,855 
74,641 
83,522 

Total 

$3,565,520 

$225,018 

Sources:  Airport  accounting  monthly  sales  reports  and  FAMIS  cash  receipts  report  generated  by  Office  of  the  Controller, 
Accounting  Operations  and  Systems  Division. 


However,  the  Airport's  accounting  records  only  show  that  it 
collected  $218,773.  This  resulted  from  the  Airport  issuing 
various  credit  memos  during  the  review  period  to  D-Lew 
totaling  $6,245  in  exchange  for  catering  services  provided 
to  the  Airport.  Subsequent  to  the  review  period,  the  Airport 
issued  $25,205  in  credit  memos  to  D-Lew  in  exchange  for 
catering  services  provided  to  the  Airport.  The  City  Charter, 
Section  3.105  states  that  all  disbursements  of  funds  in  the 
custody  of  the  Treasurer  must  be  authorized  by  the 
Controller.  The  Charter  further  states  that  no  officer  or 
employee  shall  bind  the  City  to  expend  money  unless  there 
is  a  written  contract  or  other  instrument  and  unless  the 
Controller  certifies  that  sufficient  unencumbered  balances 
are  available  in  the  proper  fund  to  meet  the  payments 
under  such  contract  or  other  obligation  as  these  become 
due. 

When  the  Airport  issued  credit  memos  in  exchange  for 
catering  services,  it  circumvented  the  City's  purchasing  and 
payment  procedures  and  therefore  prevented  the  Controller 
from  authorizing  and  certifying  these  expenditures.  To 
properly  account  for  these  transactions  and  ensure 
transparency  of  the  Airport's  expenditures,  the  Airport 
should  have  recorded  the  total  rent  due  as  collected  and 
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recorded  separate  expenditures,  resulting  in  checks  issued, 
for  the  catering  services  it  purchased. 


Further,  D-Lew  did  not  include  the  catering  services  in  its 
gross  revenues  subject  to  rent.  According  to  its  lease 
agreement,  gross  revenues  includes  the  full  amount  of  all 
orders  for  products  or  services  accepted  by  the  tenant  if  on, 
about  or  from  the  premises,  whether  or  not  to  be  filled  or 
performed  at  any  other  place.  D-Lew  owes  $723  for  rent 
during  our  review  period  and  $2,016  for  the  period  from 
July  1 ,  2005,  through  June  30,  2006,  plus  a  service  charge 
of  1 .5  percent  per  month.  The  following  table  shows  the 
credit  memos  issued  and  the  total  additional  rent  owed. 


l^jiTlWri^i  Credit  Memos  Issued  to  D-Lew  for  Catering  Sales  and  Rent  Owed  to 

|  Airport 

Reporting  Period 

Catering  Sales 

Rent  Owed 

July  1 ,  2002,  through  June  30,  2005 

$  9,041 a 

$  723 

July  1 ,  2005,  through  June  30,  2006 

25,203 

2,016 

Total 

$34,244 

$2,739 

a  This  amount  consists  of  $6,245  of  credit  memos  to  D-Lew's  rent  and  $2,796  of  credit  memos  to  other  amounts 

D-Lew  owed,  such  as  electricity,  water,  and  telecommunications. 

Sources:  Credit  memos  issued  by  Airport  project  management  and  FAMIS  cash  receipts  report  generated  by  Office  of  the 
Controller,  Accounting  Operations  and  Systems  Division. 


Recommendations  The  Airport  Department  should: 

1 .  Discontinue  the  practice  of  issuing  credit  memos  in 
exchange  for  services  from  Airport  tenants. 

2.  Collect  from  D-Lew  Enterprises  $2,739  in  underpaid 
rent,  plus  a  service  charge  of  1 .5  percent  per  month. 

3.  Review  its  events  records  to  identify  other  instances 
where  it  issued  credit  memos  in  exchange  for  services 
and  collect  any  rents  underpaid  if  the  tenant  did  not 
include  the  revenue  in  its  gross  revenues. 

4.  Ensure  its  accounting  records  reflect  the  correct  rent 
revenues  received  and  catering  expenditures  incurred. 
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ATTACHMENT:  DEPARTMENT  RESPONSE 


The  Aiiport  has  reviewed  a  draft  of  die  Audit  of  f>Lew  Enterprises.  LLC:, 
conducted  by  the  City  Services  Auditor;  and  submits  the  following  responses  io  tlis 
Auditor's  findings  zn\\  rcconunendatioiis: 

Audit  Recommendation  No.  1:  The  Airport  Department  sihmifrl  discontinue  the 

practice  of  using  credit  memo*  in  exchange  for 
services  from  Airport  tenants." 

Afrpnrt  Response: 

Previously,  with  the  approval  of  the  City  Attorn:;/ s  Office,  the  Airport 
Commission  adopted  Resolutions  Nos.  8?-W><o  and  9f>-O0lri  which  authorized  Ihc 
issuance  oJ' rental  credits  for  tcnanr  reiriiljurKenicnu3  under  55.0fM)  withnut  the  approval  of 
the  Airport  Commission  and.  if  over  $5,00fl:  with  th;  approval  of  ibc  Airport 
Commi«KioTi. 

Previous  inactive  was  undertaken  under  Ibcse  guidelines  approved  by  the  City 
Attorney's  Office  and  esdabfisbed  by  the  Airport  Commission.  However,  this  Airport  will 
follow  tbc  Controller's  direction  and  lias  now  discontinued  this  practice  fur  wvtoriiig 
services  and  instead  issues  check  payments  for  such  services  rendered  by  Airport  tenants. 
Additionally,  the  Airport  has  budgeted  feir  this  expense  in  the  FY  2007/08  Budget. 

The  Airport  also  agrees  that  its  tenants  inusi  properly  account  for  rem.nl  rrodits 
received.  The  Lease  Agreernenl  between  rhe  Airport  and  each  concessionaire  define 
"Gross  Revenues"  sis  the  "retail  price  of  idl  meidiajidise  sold  and  services  rendered  ... 
whether  such  salea  be  for  cash  or  oti  credit,  and  in  case  of  sales  on  credit,  whether  or  nor 
payment  is  actually  made...1'  The  Airport  agrees  thai  payment  for  £Oods  und  services  by 
means  of  a  credit  memo  is  a  form  of  saie  on  credit  which  should  be  included  in  a 
concessionaire1*  Gross  Revenues  from  which  rental  payments  *rc  calculated.  Tlie 
Airport  will  ensure  thai  its  accounting  records  reflect  an  accurate  rimoiuri  of  tjioss 
Revenue*  as  defined  in  the  r .case  Agreements,  and  will  also  advise  any  concession  wrc 
receiving  a  credit  memo  as  payment  for  goods  or  services,  *  include  the  amount  of  irujf 
sale  in  its  <iros?  Revenues. 


Audit  Recommendation  No.  1:  The  Airport  Department  should  cuikct  from  D- 

Lew  Enterprise*  V  in  underpaid  rent,  plus  a 
service  charge  of  1.5  perceot  per  mouth.'* 

Airport  Itapoaser 


'lire  Airport  will  collect  the  underpaid  rent  from  1>-Lcw  fcnterprtses. 


A  ml  it  Recommendation  No.  3:  "Tin:  Airport  Mcpurimdnl  should  review  its  events 

records  In  identify  oLbcr  intent-™  where  it  Issued 
credit  memos  in  ecctaingi:  f»r  serving  and  culki't 
noy  reim  underpaid  if  tlie  tenant  did  nol  fncluik-  iliv 
revenue  jo  its  gi"oss  reveuues." 

Airport  Response: 

Che  Airport  will  review  its.  ^venis  :w>orils  Id  rcioriti fy  other  instances  in  whkdi 
current  cijticcsgioTUiitXS  provided  goods  or  services  in  exLlianye  I'ljt  renla]  wedits  to 
ensure  Qmu  such  -iMaa  hiv  properly  included  in  the  applicaEile  concession^ ire's  Ows 
Revenues  (see  Response  ici  Au<lu  Kcconimcudafiou  No.  1  f.bove).  I  J'  any  xuch 
concessionaire  nnderpuiU  rent  ulc  to  xuch  s*K?s  net  being  included  In  Gross  Revenues, 
HtC  AhpoiT  will  collect  llle  uinle.-fjaiil  rent  thai  is  One. 


Audit  Recommendation  No.  4:  "Tlii!    Airport   Department    sbonld    ensure  Ik 

acciiuniiny  record*  refect  the  correct  rent  revenues 
received  and  catering  txpcmliturcs  incurred." 

Airport  Response: 


See  Response  to  A luli i  Rtx.omTnLnikl.ian  No.  J  nbovc, 


ATTACHMENT:  D-LEW  RESPONSE 


B-Lew  Enterprises,  LLC 


JUy  n  2007 


Ms,  Ikiiric;  Richardson 

director  of  Fino.nuial  Ai/dHs 

Office  of  Lhe  Cadaver,  CiLy  Services  At.dilor 

Chi-  Hsll.  Room  476 

1  Plr.  Carlton  B.  Gciodlclt  Place 

Si- n  Franc  soo.  CAQ'  TG2 


D-LEvV  ENTERPRISES.  I  f.  C  RESO=CNSE  TO  JUNL  12.  2007  AUDIT  REPORT 


Cea'  Mi.  Richardson; 

This  Ic.lGr  isD-Law  Fntcruru.cs.'  -Bsponselo  !he  audit  'esolls  tAsurled  bylheCily  auc  Cranny  nf 
San  Frarcisco.  Off.ce  of  the  Contro'ler.  Crty  Service*  Audit  h  the  C.OITcessior;  Review  o'  D-Lew 
FntenrlSes.  LLC  dho  \f  Foruaio  Caffe  del  Monda  Fnarc^l  Aulil  Report  a  id  clalud  June  1?.  2U07. 
>Lew  Fnterpnacs  doe*  not  rwyec.  With  the  findings  o'  the  report  and  Cue*  not  sojee  1ci  pay  lhe 
S2,r*3yc.mour.tpliis  servircs  charges  assessod. 

The  repur  I  assarts  that  D-Ldv  Enterprises  die*  not  report  $34,244  ur  grass  revenue  for  cater  ng 
scrvoas  provicee  lo  l.'ie  airport  and  concludes  that  O-Lenv  Enterprises  owes  $2,739  in  addilio^l 
rent  plus  so/vice  cftarfies  uf  1 .5  percent  per  montf-  an  lha:  amount.  D-Lev/  Enterprises  did 
rccBh/a  rei/eruet.  of  S3A244  for  c&Lur.'iig  services  provided  to  the  arporr  and  did  on:  report  that 
revenue  !0  the  airpnrt  fcr  the  purposes  of  talcu'aliny  rent.  We  bcliGve  lhat  mis  is  appropriate 
under  the  terms  of  the  Lease  Ajireeftlu-iL 

Sacton  0.'  L'ie  Lease  Agree  rent  by  and  between  O-Lew  Fnterpiisos,  _LC  and  City  and 

County  crl  San  Francisco  dalac  September  TLJ9D  defines  "Srots  Revenues"  as  "Tlio  retail  price  of 
all  food  and  beverage  product?  sold  and  servines  rendered  in>  nn,  abocl  or  from  His  Prtinidati  or 
f'On  SJCh  oL'ier  mcf-t'ons  on  Airport  operated  by  Tenant.,  plus... Iho  full  smrxint  uf  all  crders  firjf 
;>iuductsor  services  accepted  a/ Tenant  II,  on.  about  or'nrn  the  Premises,  '//nether  or  not  lo  be 
filfec'  Of  pci  formed  at  any  Other  ylace,  and  the  ful.  amount  n-'  orccri  accepted  oy  Tcrwnt 
cr'sav/hers.  bet  10  be  Jil.ad  nr  performod  in.  on.  ahoi.'t  or  Irom  (tie  P'e'iisc-S."  'Premises*  is 
defined  as  Iha  physical  locations  of  the  II  Fonsiu  aices  iden-.ified  as  AE-9D  ;>nd  GS-SO. 

ProdviuLS  aold  and  saterlrKj  aor/ices  .nerforrnsd  by  D-Lew  Enterprise*,  LLC  fnr  live  Airport  are  not 
rendered  in.  on,  obouf  the  Premises  and  food  and  bevurace  orders  are  nut  aooepied  by  l>Law 
FntorprisBs  ir.  on.  aooul  lhe  Premises,  rood  3rd  beverage  orders  fnr  cater  ng  events  are 
accepted  by  D-Lew  Enterprises.  LLC  alaaivnere.  but  tnBy  are  not  filfot!  or  performed  In,  on,  arni  it 
or  I  rem  tne  Premises,  in  fsd,  most  of  Ihxj  catering  eventi  Itial  D-Lew  Enter  vrkxts.  LLC  has 
fulfilled  have  transpired  in  thf  Airport  Museum  cor  these  events,  D-Low  Enterprises  lyucaliy 
coordinates  the  delivery    fcod  pnd  beverage  d''emly  'rem  outs  de  eaten  ne-  vendors  to  the 
desired  situ  for  the  event.  whiCf'  has  never  been  Lhe  Premises.  Therefore,  under  lhe  terms  of  the 


5  Thomas  Vel.'an  Circle.  Suite  220,  San  Fraroipco.  CA  94 "34 


Leese  Agreement  <t  is  nit!  approprlax  16  report  rtysso:  -evenues  as  G'u«>  Raveni.es  .V  purpose* 
0;'  ron?  ca.culalions. 

Tow  rorm.  die  1ho  sp/ril,  r"  the:  Leuso  Agreemenl  is  Fur  D-l«W  Enlcrprise?,  to  pay  rent  equal  to  £ 
percenic.Qw  ut  the  Gross  RovenL-sa  gene-atac"  in  the  p'vr:  iaea  actually  cotupied  hy  our  II  hornaio 
Cd"o  def  Vcnro  cslabl'sh  treats.  7  he  Agreement  specifics  "y  excludes  fnad  and  bevwage  r.oics 
ar:d  kr/uIccS  not  rendered  at  those  establishment*.  Clearly.  rovBiue  that  O-Law  Fnlerp'lSee. 
LLC  gtjne.'ates  from  catering  evci  iU-  occurring  at  locations  not  a  I  tho  airpofl  with  /oud  ar.rl 
beverages  Ihai  sre.  no:  siwp.'ied  by  lha  >\  F'jrnaio  establishments  Incated  a!  AE-00  ard  GS-QQ 
\voulJ  .  iot  fall  under  til u  definrriryi  of  Uross  RevfiniXJs  under  the  l.icc  i&c  Agrfiemerl.  The  Tere 
factlhai  sopiuslUi  catering  ovenls  ncr.ii  rccl  in  an  ai'pofl  Ionian  aoes  oolcha.oce  the  noU;reof 
those  catering  revenues  tu  faU  within  L'ie  riefinirion  c>l  Gross  Revenue*  under  the  Uccnse 
Agraennent. 

D-Law  Enlerprisos,  LLC  has  an  OL'tetandllLi.  lurvj-stardl  1g.  mutually  beneficial  bus'ness 
relationship  with  the-  Airport  and  ihe  Cily  ard  County  <ji  Sari  Francisco  ard  we  abide  by  the  terms 
C.iK'  oordiiiors  of  the  Linensc  Agreement  We  intenrf  'o  keey  u-ir  pnsrWe  relationship  ir  good 
standing  aM  we  oope  ihai  [\ix  letter  helps  resolve  the  issue  raised  .-r\  the  audit  report. 


iarry  Gamlck 
Adi.or,  CFO 

L>-L«v/ Enterprises,  LLC 


5  Thomas  Me'lon  Circle,  Suite  220,  $a/i  Frana'soo.  CA  04 '34 


ATTACHMENT:  DEPARTMENT  RESPONSE 


SFO 


Sjh  FiYiiv.'is«:o  InLcrnittiAiifll  -Vpurt 


t.-'  K  >  ■«:'..• 

::■!"  :  .  ."Ail"  "S 

Auyusr  28,  2lH>7  ••!      ^>  •)> 

t.t  --l-rV. ..  ■• 

VI  r.  Lurry  Garnick 

D-La-*  rnjcrpriaes,  f.f.t" 

?  Thomas  Mellon  Cowl.  Suite  220 

San  Francisco.  C A  04134 

Re:   Aliiiil  of  Kood  a:id  Beverage  Lease  No.  99-0 29 2 {"Lex***),  b y  anil  he  I  ween 
J)- Lev/  Enterprises,  Ll.<\  dba  J I  F<ini*r.o  Cafle-  del  Mondo,  as  Tenant 
{"T>-Lcv">:  and  San  b'i'£;r,i:isc.o  liucrnaiiiin;i]  A^e/porL  ("Airport'"),  a*  Landlord 

Hejir  Ml'.  Clamick: 

Hi  is  letter  is  in  response  to  your  letter  of  July  19.  .JUL'"?  ti>  Ms.  Harriet  Rieluudsnn. 
Director  i:flinaiicial  Audits,  regarding  a  rooejil  audit  performed  by  tl.t  Office  ol  the 
Controller  Jnr  (he  City  and.  f.Vxuity  OlS;tn  Francisco  ("Audit  Report "/ 

"i'lic  Ait[uir!  has  reviewed  your  letter  and  provides  rhc  iblLowimr  response  lo  the  issue 
of  J)- Lew's  underreporting  nf  gross  revenues  to  die  AirpciX. 

As  mi  led  in  the  Audit  Report.  D-few<fid  not  include  revenues  derived  from  cnli-jiny 
service*  i"r>  calculating  gross  revenues,  'this  failure  violates  Lease  Station  4  (Kent). 
IJ-LW,i  Itsflcr  attempts  io  obfuscate  l>ie  issue  by  Mining  thatvHk:i-injj  services 
performed  by  D-Le«'  fur  lilt;  Albeit  Arc  nor  rendered  ir-,  oj),  or  about  tile  l.e»j>C 
inerniscs  and  iJirti  food  orders  nre  not  acteplvd  by  D-l.ew,  but  by  a  .separate  ley;:l 
ejil.'t.v.  As  sticJi,  D-I  .(?■*■  reasons  ilijtr  Tlicse  concession  revenues  are  not  pa  it  of 
0  Levs's  irroos  revenues. 

RegHrJIess  of  TM.cw ' steading  of  tbe  Leu^c,  LJ-Lew  is  the  soli:  beneficiary  iiflhu 
ea'junng  services  through  it«  aovcpfanct  iif  iln;  rental  credits  for  those  service*.  A 
reni  credit  is  monetary  in  nature  und  is  considered  revenue  for  die  purposes  of 
salcunilrng  ;utd  reporting  gross  revenues. 

the  A;rrK>rr  accents  the  Audit  Report's  finding  Ihut  D-Lew  uiidcucpo.'fed  its  gross 
revenues  and  twes  the  Airport  <i  total  or$2.7J9.()()  in  additional  rent,  phes  j  service 
charge  of  1 .5  percent  per  month,  I'ltiwe  make  immeilnjlc  naymenl  n>  tlic  Aj-fxirl 
Aeeountint.  Depiirmica:  failure  j<j  make  .s>iiil  payment  sF-.nli  eoiisiuuie  n  ilcfhuti 
under  Lease  Seel  inn  15  ilteifcull). 


*i  »i'.>nT 

■.  I «  KHr  •  rj.  t 

.1  w.h .  :n'.<  '■■ 


■  It.        '<  *  i  m 


;■  t. ir 

••ii  .  :il  .-..-ii 

.Ahw  '...'.I!  •. 

»„•»:*  ■...■!■.•.■* 


!  Slc  \v4'h  KepoH  i>iy_L  2  .irul  3. 


Mi.  l.miy  (5arii:fK 


■'IcflscmHL'TKitliitig  herein  sftal:  constitute  a  ivatvciof  nn>  riyhLs  of  the  Aijpcrt 
related  10  die  mancrs  addressed  tieieiii,  inchiding  all  rtrntiiwii  available  r«i  ii  under 
ttc  Least*,  as  well  as  Hie  Limitneuccmcnt  of  le.isil  action. 

f  arti  cuJKidejiT  that  you  w  ill  j<iii\  I'm  Auport  in  n  o\iiiLi  quickly  ro  resolve  ilitf  issues 
laiscd  j  11  this  JcKcr  ;tnd  the  Audit  Report.  If  vim  have  questions  retsrmfiitu  tlicfc  :ssnc. 
please  wnnm  David  I.  Dujiii  of  Kcvcnue  Development  and  Management  at 
<i50.iS2l.45W. 

Wry  uuly  yours. 


cc:    David  I,  Dunn 

Office  ivihu  rcpjimJlef,  City  and  f.uunly  of  San  i'raiicisw 

Office  in"  Ike  City  Attorney 

Scott  Rodricfc,  J  >- 1  .cw  Fn  terrorises.  LLC 


